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Reform of Wage System Based on the National Competency 
Standards (NCS)
Weon-Ho Jeong, Mi-Ran Kim, Yong-Jin Nho
The Park government has been accelerating the development and application 
of the National Competency Standards (NCS), motivated by the national 
agenda of “a realization of a competence-based rather than a degree-based 
society.” So the government has completed the development of 797 NCS 
during 2013 and 2014, which the government is pushing ahead various 
initiatives in order to implement the NCS in vocational education and training 
(VET) and corporate HRM. In the midst of this, the government also announced 
plans for the NCS’ implementation in wage system reform during the second 
half of last year, but the specifics are yet to be determined. This study has 
revealed the need for a job-based and skill-based wage system to replace the 
current seniority-based wage system, and the goal is to examine ways in 
which the NCS can be effectively utilized for this purpose.
Upon analyzing the NCS structure in detail (ch. 2) and demonstrating the 
need for wage reform (ch. 3), this study investigtes examples of firms that 
have restructured into a job-based and a skill-based wage system (irrespective 
of the NCS) and the relation between the NCS and wage system in Australia 
(ch. 4), and then finally examines the applicabilities and limitations of NCS 
in regard to the wage reform process (ch. 5).
Currently, seniority-based pay is Korea’s predominant wage system, and the 
following reasons have been brought forth as to why reform is needed. First, 
seniority-based pay is highly rigid, but the flexibilization of the labor market 
demands wage flexibility. Second, seniority-based pay (specifically targeting 
regular employees) exacerbates the two-tier structure of the labor market, 
while widening the wage gap between regular and irregular employees, 
conglomerates and SME’s, and between different industries and occupations. 
Third, due to technological progress and the development of educational/training 
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institutions the emphasis on skill acquisition within firms has waned, leading 
to decreased importance of continuous employment in a firm in regard to wage 
determination. 
Job-based pay system and skill-based pay system are alternatives to the 
current seniority-based wage system. The NCS can be utilized in the initiation 
phase of the alternative wage systems, but the scope of its application is 
limited.
One potential benefit of the NCS is that it can be used in the establishment 
of job surveys and job classification systems in the initial phases of the 
job-based system because the NCS categorizes jobs based on various subcomponents, 
such as units of competency and components of such units. Due to the fact 
that not all job positions directly align to its job classification benchmarks, the 
NCS cannot be directly applied in these cases, but relevant reference materials 
can be used to facilitate this process. The NCS can also be useful for 
drawing up job descriptions because such documents are exemplified in its 
application package. It can also be used for comparative analysis. Furthermore, 
the NCS application package provides the Unit of Competency Framework 
based on the skill level assessed by each unit. Thus, the NCS can be helpful 
as a reference when distinguishing job grades between similar jobs, providing 
a basis for job evaluations. 
On the establishment of skill-based pay, analyses and assessments of skills 
are used to distinguish skill grades, and using similar reasoning as in the 
job-based pay, the NCS’ units of competency can be applied to analysis of 
skill levels in specific firms, while acting as a comparative resource and a 
general reference. It follows that the Unit of Competency Framework can be 
a resource for skill assessment in the determination of the aforementioned 
skill grades.
Despite its applicability, the NCS can be used solely as a reference because 
the NCS, like its namesake suggests, is considered only as a standard across 
industries. In other words, the NCS is limited in that it cannot be applied 
directly to analyses of individual firms. In regard to the skill-based pay system’s 
operation, the lack of a basis of an accreditation system can be another 
potential limiting factor of the NCS. The establishment of skill-based pay is 
dependent upon ensuring the pay process is impartial and rigorously enforced; 
however, if an external accreditation system is already in place, then companies 
could simply make use of it or alter it to produce their own in-house 
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accreditation system. Thus, the establishment of a New Job Qualification 
System and a National Qualification Framework on the basis of the NCS is 
an urgent agenda.
However, these prognoses are merely based on intuition, as there are no 
precedents in which the NCS has been used in wage reform. Over time, there 
will be a need to assess problems and propose improvements to the NCS, as 
cases of its implementation begin to accumulate. To that end, an expansion 
of consulting services and government support for that will be required to 
ensure its success.
